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Conpl aint  Concerning Charges and Practices Applied to
Ancillary Services for Standard (A) Merchandise Mail

Under the Donmestic Mil Classification Schedule (DMCS) and the
Donestic Mail Manual (pMM), nerchandise which has been ordered by
consuners but is undeliverable as addressed wll be returned by the
Postal Service to the sender upon ©paynent Dby the nailer of vastly
different rates depending upon the nerchandise sent, even though the
costs are the same. The Continuity Shippers Association (csa), which
represents affected milers, contends that the rate charged for
returns under the Bulk Parcel Return Service (BPRS), is excessive and
cannot be reconciled wth the cost and non-cost criteria of the Act
and that the BPRS service offered by the Postal Service to Standard
(A nerchandise milers does not conform to the policies set out in
Title 39.

Juri sdi ctional Matters

1. The Commission has jurisdiction to entertain this
conplaint pursuant to 39 U S.C. 53662. That section provides that
"interested parties" who nmaintain that the Postal Service s
“charging rates which do not conform to the policies" of Title 39 nay
seek relief from the Conm ssion. In prior decisions, the Conmm ssion

has noted that issues affecting ancillary services for (what is now



Standard (A) mil are appropriate for consideration in conplaint

proceedi ngs. Decision in Docket 87-1 at 699 n.9 (Mrch 1988).

2. CSA has standing as an “interested party" to initiate this
conpl aint . CSA represents the interests of Standard (A) mailers.
Its nenbership includes those who wuse, have wused in the past, and
will use the BPRS service that is the subject of this conplaint.

Background

3. This Conplaint relates to the return service provided by
the Postal Service for merchandise mail pieces (weighing less than
one pound) that are nmailed at bulk Sandard (A rates and that are
returnable to the mailers at the BPRS rate. The Conplaint does not
address the terms and conditions or rates applicable to nerchandise
shipped and returned at any other rates, except for purposes of
conparison with pieces that are eligible for return at Special
Standard (B) rates, formerly Special Rate Fourth.

4. Special Standard (B) and Standard (A) pieces share several
significant characteristics relevant to this Conplaint. Under DMM
E613, Special Standard (B) need not weigh nore than 16 ounces. In
fact, many Special Standard (B) parcels weigh less than one pound and
are nmmiled under Standard (A) rates, but returned under Special
Standard (B). In this way, the nailer takes advantage of the |ower
Standard (A) rates outbound and |ower Special Standard (B) rates on
the return. Testimony of J. Eggleston, p. 5 n.6, in No. MC95-4,

5. Further, the USPS processes, transports and delivers both
Special  Standard (B) and Standard (A) parcels in the sane nmanner.

6. Prior to BPRS, all Standard (A) merchandise returns were

charged the single piece rate. In the RrR94-1 rate case, the Standard



(A single piece rate recormended by the Commission and adopted by
the Governors increased the Standard A single piece rate by 64.8% for
heavier weight pieces such as merchandise returns. By contrast, on
average, rates for all «classes increased by approximtely 14%

7. In the R94-1 rate case, the single piece Standard A rate
for the full 16 ounces became $2.95. The $2.95 was conprised of
$1.12 of attributable cost and $1.83 nmark up or 263%

8. In the R94-1 rate case, the Special Standard (B) single
piece (under one pound) rate was set at $1.24. The $1.24 was
conprised of $1.12 of attributable cost and $0.12 nmark up or 111%

9. Thus, as of January 1, 1995, the Standard (A) single piece

and Special Standard (B) single piece rates were as follows:

Rat e Attributable Mark Up Over head
cost Al location
Standard (A) $2.95 $1.12 $1.83 263%
Speci al
Standard (B) $1. 24 $1.12 $0. 11 111%

A sumary conparing the rates from 1995 to the opresent is Exhibit 1.

10. Despite many promses and false starts, the USPS finally
addressed the Standard (A) single piece rate error from the R94-1
rate case as it applied to merchandise returns. After over 1000
days from the inplementation of that rate error, the USPS created the
Bulk Parcel Return Service (BPRS) which became effective on Cctober
12, 1997. The BPRS rate was $1.75. For purposes of establishing the
rate of $1.75 the USPS used the Special Standard (B) cost o $1.12
as a proxy for the attributable cost. Thus, BPRS had $1.12 of

attributable cost (the same as Special Standard (B} single piece),

and $0.63 in mark up or 156% Testinony of H Pham in N MC97-4.



11.  As of Cctober 1997, the BPRS and Special Standard (B)

single piece rates were as follows:

Rat e Attributable Mark Up Over head
cost Al l ocation
BPRS $1.75 $1.12 $0. 63 156%
Speci al
Standard (B) $1.24 $1.12 $0. 11 111%

1222 In the original BPRS proceedings (Mc97-4), the USPS agreed
to conduct a cost study to determne the actual costs for BPRS and
report to this Commssion by October 1998.

13 In the R97-1 rate case, the Special Standard (B) single
piece rate recommended by the Commssion and adopted by the Governors
decreased from $1.24 to $1.13. The $1.13 was conprised of $1.07 in
attributable costs and $0.06 in nmark up or 106% The R97-1 rate case
did not change the BPRS rate of $1.75. The rates from rR97-1 becane
effective on January 10, 1999.

14. O Cctober 29, 1998, the USPS submtted the BPRS cost
study as it had agreed to do. The BPRS «cost study showed that BPRS
had an attributable cost of $0.93 per piece. Wth the rate of $1.75
and attributable costs of $0.93, the mark up is $0.82 or 188%.°

Y In or around January 1999, the USPS verbally stated that its BPRS
cost study was incorrect. The USPS asserted they had used an
incorrect nethodology for determining the attributable cost. The
USPS further claimed that wusing the correct nmnethodology would vyield
an attributable cost of $1.07 (which is the same as Special Standard
(B) costs from the R97-1 rate case). Despite requests, the USPS has
not produced any documentation on this revision. Wth the rate of
?(13.4(?/5 and attributable costs of $1.07, the mark up would be $0.68 or
0



15. Thus, as of June 1999, the BPRS and Special Standard (B

single piece rates are as follows:

Rate Attributable Mark Up Over head
cost Al'l ocation
BPRS $1.75 $1.07 $0. 82 188%
Speci al
Standard (B} $1.13 $1.07 $0.06 106%

16. A 188% mark up cannot be justified and does not conport to
the stricture of the Act. The difference in rates and overhead
allocation are so great that they cannot Dbe justified.

Cont entions

17. h its face, the inposition of rates for nmerchandise
return service that are so vastly divergent where the costs are the
same cannot be reconciled with Section 3622(b)(3). That Section
requires that each type of mail bear only the direct and indirect
postal costs attributable to that type, plus a reasonable allocation
of institutional overheads.

18. The rates charged and service offered for BPRS are not
"fair and equitable" in contravention of Section 3622(b) (1) and
3623(c) (1). Milers have suffered and continue to suffer serious
economc harm as a result of the failure of the Postal Service to
correct this inequity.

Rel i ef Request ed

19. For the foregoing reasons, the Continuity Shippers
Association requests the following relief:

(a) The Commission should determne that this Conplaint

is well founded:;



(by The Conmission should institute proceedings dedicated
to the mitters that are the subject of this Conplaint in conformance
with Subpart E of its Rules, Practices and Procedures, pursuant to an
expedited hearing schedul e;

(cy Following such proceedings, the Commssion should
issue a Recommended Decision to the Board of CGovernors of the Postal
Service recomending the establishment of rates for BPRS that
properly reflect the costs of this Service and the value of the
Service to the sender and recipient, and that otherwise accord wth

the policies and purposes of the Act.

Respectfully  Submtted,

i

Aaron Horowtz

200 Corporate Woods Parkway
Vernon Hills, IL 60061-3167
(847) 913-3360

Attorney for the Continuity
Shi ppers  Association

Dat ed: June 8, 1999
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2351 N. Bridgewater Rd.
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Executive Director of the Continuity Shippers Association
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